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paragraphs (2) through (6) of this defi-
nition.

(2) Accrual—(i) General rule. The
amount of the social security supple-
ment payable at any age for which the
employee is eligible for the social secu-
rity supplement must be equal to the
lesser of—

(A) The employee’s old-age insurance
benefit, unreduced on account of age,
under title II of the Social Security
Act; and

(B) The accrued social security sup-
plement, determined under one of the
methods in paragraph (2) (ii) through
(iv) of this definition.

(ii) Section 401(l) plans. In the case of
a section 401(l) plan that is a defined
benefit excess plan, each employee’s
accrued social security supplement
equals the employee’s average annual
compensation up to the integration
level, multiplied by the disparity pro-
vided by the plan for the employee’s
years of service used in determining
the employee’s accrued benefit under
the plan. In the case of a section 401(l)
plan that is an offset plan, each em-
ployee’s accrued social security supple-
ment equals the dollar amount of the
offset accrued for the employee under
the plan.

(iii) PIA offset plan. In the case of a
PIA offset plan, each employee’s ac-
crued social security supplement
equals the dollar amount of the offset
accrued for the employee under the
plan. For this purpose, a PIA offset
plan is a plan that reduces an employ-
ee’s benefit by an offset based on a
stated percentage of the employee’s
primary insurance amount under the
Social Security Act.

(iv) Other plans. In the case of any
other plan, each employee’s social se-
curity supplement accrues ratably over
the period beginning with the later of
the employee’s commencement of par-
ticipation in the plan or the effective
date of the social security supplement
and ending with the earliest age at
which the social security supplement is
payable to the employee. The effective
date of the social security supplement
is the later of the effective date of the
amendment adding the social security
supplement or the effective date of the
amendment modifying an existing so-
cial security supplement to comply

with the requirements of this defini-
tion. If, by the end of the first plan
year to which these regulations apply,
as set forth in § 1.401(a)(4)–13 (a) and (b),
an amendment is made to a social secu-
rity supplement in existence on Sep-
tember 19, 1991, the employer may
treat the accrued portion of the social
security supplement, as determined
under the plan without regard to
amendments made after September 19,
1991, as included in the employee’s ac-
crued social security supplement, pro-
vided that the remainder of the social
security supplement is accrued under
the otherwise-applicable method.

(3) Vesting. The plan must provide
that an employee’s right to the accrued
social security supplement becomes
nonforfeitable within the meaning of
section 411 as if it were an early retire-
ment benefit.

(4) Eligibility. The plan must impose
the same eligibility conditions on re-
ceipt of the social security supplement
as on receipt of the early retirement
benefit in conjunction with which the
social security supplement is payable.
Furthermore, if the service required for
an employee to become eligible for the
social security supplement exceeds 15
years, then the ratio percentage of the
group of employees who actually sat-
isfy the eligibility conditions on re-
ceipt of the QSUPP in the current plan
year must equal or exceed the unsafe
harbor percentage applicable to the
plan under § 1.410(b)–4(c)(4)(ii).

(5) QJSA. At each age, the most valu-
able QSUPP commencing at that age
must be payable in conjunction with
the QJSA commencing at that age. In
addition, the plan must provide that,
in the case of a social security supple-
ment payable in conjunction with a
QJSA, the social security supplement
will be paid after the employee’s death
on the same terms as the QJSA, but in
no event for a period longer than the
period for which the social security
supplement would have been paid to
the employee had the employee not
died. For example, if the QJSA is in the
form of a joint annuity with a 50-per-
cent survivor’s benefit, the social secu-
rity supplement must provide a 50-per-
cent survivor’s benefit. When section
417(c) requires the determination of a
QJSA for purposes of determining a
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qualified pre-retirement survivor’s an-
nuity as defined in section 417(c)
(QPSA), the social security supplement
payable in conjunction with that QJSA
must be paid in conjunction with the
QPSA.

(6) Protection. The plan must specifi-
cally provide that the social security
supplement is treated as an early re-
tirement benefit that is protected
under section 411(d)(6) (other than for
purposes of sections 401(a)(11) and 417).
Thus, the accrued social security sup-
plement must continue to be payable
notwithstanding subsequent amend-
ment of the plan (including the plan’s
termination), and an employee may
meet the eligibility requirements for
the social security supplement after
plan termination.

Qualified plan. Qualified plan means a
plan that satisfies section 401(a). For
this purpose, a qualified plan includes
an annuity plan described in section
403(a).

Rate group. Rate group is defined in
§ 1.401(a)(4)–2(c)(1) or is defined in
§ 1.401(a)(4)–3(c)(1).

Ratio percentage. Ratio percentage is
defined in § 1.410(b)–9.

Section 401(a)(17) employee. Section
401(a)(17) employee is defined in
§ 1.401(a)(17)–1(e)(2)(ii).

Section 401(k) plan. Section 401(k)
plan is defined in § 1.410(b)–9.

Section 401(l) plan. Section 401(l) plan
is defined in § 1.410(b)–9.

Section 401(m) plan. Section 401(m)
plan is defined in § 1.410(b)–9.

Section 414(s) compensation—(1) Gen-
eral rule. When used with reference to
compensation for a plan year, 12-month
period, or other specified period, sec-
tion 414(s) compensation means com-
pensation measured using an underly-
ing definition that satisfies section
414(s) for the applicable plan year.
Whether an underlying definition of
compensation satisfies section 414(s) is
determined on a year-by-year basis,
based on the provisions of section 414(s)
in effect for the applicable plan year
and, if relevant, the employer’s HCEs
and NHCEs for that plan year. See
§ 1.414(s)–1(i) for transition rules for
plan years beginning before the effec-
tive date applicable to the plan under
§ 1.401(a)(4)–13 (a) or (b). For a plan year
or 12-month period beginning before

January 1, 1988, any underlying defini-
tion of compensation may be used to
measure the amount of employees’
compensation for purposes of this defi-
nition, provided that the definition was
nondiscriminatory based on the facts
and circumstances in existence for that
plan year or for the plan year in which
that 12-month period ends.

(2) Determination period for section
414(s) nondiscrimination requirement—(i)
General rule. If an underlying definition
of compensation must satisfy the non-
discrimination requirement in
§ 1.414(s)–1(d)(3) in order to satisfy sec-
tion 414(s) for a plan year, any one of
the following determination periods
may be used to satisfy the non-
discrimination requirement—

(A) The plan year;
(B) The calendar year ending in the

plan year; or
(C) The 12-month period ending in the

plan year that is used to determine the
underlying definition of compensation.

(ii) Exception for partial plan year com-
pensation. Notwithstanding the general
rule in paragraph (2)(i) of this defini-
tion, if the period for measuring the
underlying compensation is the portion
of the plan year during which each em-
ployee is a participant in the plan (as
provided in paragraph (4) of the defini-
tion of plan year compensation in this
section), that period must be used as
the determination period.

(3) Plans using permitted disparity. In
the case of a section 401(l) plan or a
plan that imputes permitted disparity
in accordance with § 1.401(a)(4)–7, an un-
derlying definition of compensation is
not section 414(s) compensation if the
definition results in significant under-
inclusion of compensation for employ-
ees.

(4) Double proration of service and com-
pensation. If a defined benefit plan pro-
rates benefit accruals as permitted
under section 411(b)(4)(B) by crediting
less than full years of participation,
then compensation for a plan year, 12-
month period, or other specified period
that is used to determine the amount
of an employee’s benefits under the
plan will not fail to be section 414(s)
compensation, merely because the
amount of compensation for that pe-
riod is adjusted to reflect the equiva-
lent of full-time compensation to the
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